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Wall Street Obsessed with Money Printing 
 

Wall Street is obsessed with the Federal Reserve’s money printing program. The US stock markets recent 
gyrations have been driven by anticipations and expectations of Fed monetary policy. If Wall Street anticipates 
more money printing – then the stock markets tend to go up. However, at even a hint that the fountain of new 
dollars might slow down in the future, the markets retreat in turmoil and stock prices fall. 
 

 
 
                                                                                http://moneymorning.com/files/2013/09/When-QE-ends.png 
 
Let’s look at some of the recent Fed events and announcements and how they have impacted our stock 
investments. 
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September 2012 – The Fed Starts QE3 
 

 
 
 
2012 didn’t start out well for investors…and then things got worse. Results were poor early in the year, and 
markets were deteriorating both here in the US and globally. Economic results were also poor in America, and 
the European PIIGS crisis looked it was sliding into a full scale disaster.  
 
In late summer, after months of rumors, the Fed announced a new round of money printing or Quantitative 
Easing (QE). QE3 as it came to be popularly known surprised even the most ardent Fed cheerleaders as Mr. 
Bernanke implemented the new program in a magnitude that dwarfed QE1 and QE2.  
 
The Fed commenced buying $85 Billion dollars per month of Treasury and Mortgage backed bonds. To give 
some perspective – that means that every ten months the Federal Reserve prints more money than was 
created in the last century. The response in the financial markets was quick and breathtaking. The US and 
overseas stock markets soared, interest rates plummeted to absurd levels pushing up the values of bonds and 
houses in the process, and commodities and precious metals also jumped in price. 
 
Once again, and just like the advent of QE1 and QE2, Wall Street soared when the Fed started printing. 
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May 2013 – Ben Bernanke Hints and the Markets Drop  
 

 
 
“In considering whether a recalibration of the pace of its purchases 
is warranted, the [Federal Open Market] committee will continue to 
assess the degree of progress made toward its objectives in light of 
incoming information.” 
 
“A premature tightening of monetary policy could lead interest 
rates to rise temporarily but would also carry a substantial risk of 
slowing or ending the economic recovery and causing inflation to 
fall further.” 
 
“A reduction in stimulus would not happen in an “automatic, 
mechanistic program. Any change would depend on the incoming 
data.”           Federal Reserve Chairman Ben Bernanke                                                           
(Source: Bloomberg.com) 
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Mr. Bernanke made this rather vague statement in the spring. Although no action was actually taken by the Fed 
and the meaning of his statement was somewhat opaque, the markets reacted violently. Stock markets both here 
and around the world plummeted, interest rates jumped, bond prices and gold prices dropped sharply. Even a 
hint by the Fed that the gusher of new money might slow down caused turmoil on Wall Street. You might 
remember opening your June investment statement and being quite disappointed as the markets had one of 
worst month returns in quite some time. 
 
September 2013 – The Fed Confirms more Printing   
 

 
(9/2013: Terminal on the New York Stock Exchange trumpeting the news to excited traders.) 

 
Mr. Bernanke’s spring statement was widely interpreted as meaning that the Fed would soon “taper” or 
announce a slower rate (but NOT a cessation of) money printing. The Fed Open Market Committee (FOMC) 
had a scheduled meeting towards the end of September. Most market analysts and economists assumed that the 
meeting would result in an announcement of a date for the start of the taper. 
 
Ben Bernanke and the FOMC startled the markets and the experts on Wall Street by announcing in clear and no 
uncertain terms that QE3 would continue unabated, and that there would be no taper, at least not for the 
foreseeable future. 
 

“…However, the Committee decided to await more evidence that 
progress will be sustained before adjusting the pace of its 
purchases. Accordingly, the Committee decided to continue 
purchasing additional agency mortgage-backed securities at a pace 
of $40 billion per month and longer-term Treasury securities at a 
pace of $45 billion per month.”          
                                                                                             http://federalreserve.gov/newsevents/press/monetary/20130918a.htm 
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Once again, the markets shot up wildly at the astonishing news. As we approach the end of the year, the Fed has 
given further hints and guidance that QE3 will continue on its present course, and the US stock market has 
responded by soaring to new all-time highs. 
 
It is important to note that there are certainly other factors impacting the markets, and there is no way to know 
for certain or to prove the effect that money printing has on stock prices. Nevertheless, it does seem clear that 
there is a measure of cause and effect occurring and as investors we would be wise to observe and try and shape 
our investment approach accordingly. 
 
So What Happens to QE from Here? 
 
The Fed has indicated that one of their primary mandates and goals for QE is employment. If employment 
improves enough, that might be one of the factors to actually start a taper. So how is the Fed doing at their goal 
of improving employment numbers? 
 
Is Fed Policy Working? 

 
                                                                                (zerohedge.com) 

 
 
Based on employment results so far, QE3 might have a long ways to go. Some economists have joked that 
based on the last five year’s employment numbers we are in for “QEternity.” 
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Ben Bernanke is Leaving  
 

"Monetary policy is likely to remain highly accommodative long 
after one of the economic thresholds for the federal funds rate has 
been crossed."    
                        Janet Yellen (in written testimony to the US Senate) 
 
And what about the new Fed Chair and the departure of Mr. Bernanke in January of 2014?  It looks like the 
successor will be Janet Yellen, a long time Fed Governor.  Yellen is a Keynesian economist who studied at 
Yale under Nobel winner James Tobin, and who has repeatedly stressed the importance of governmental action 
to reduce unemployment.  
 
Ms. Yellen is considered very “dovish” by economists. In other words she favors QE, maintaining low interest 
rates, deficit spending, and applying large amounts of government stimulus to try and save the economy. I think 
of her as being more “Bernankeish” than even Ben himself is. If she is confirmed, it is very probable that we 
will see more of the same policies that Mr. Bernanke has been implementing since the financial crisis first 
started in 2008. 
 
Higher Interest Rates Hurt Borrowers 
 
Most significantly to consider is the impact of QE on interest rates. QE is THE tool to suppress and squash 
interest rates. If QE were to slow down or cease, rates would quickly and inevitably go up. 
 
You might think to yourself – “well what’s wrong with that, I would appreciate higher rates on my savings.” If 
you are reading this, and/or are a client of our firm, you have most likely been a lifelong saver – saving is the 
“secret” to becoming wealthy and to financial success, and yes it is true, higher rates could benefit savers. 
 
BUT – borrowers are terrified of higher rates as higher interest rate costs could drive them even deeper into 
debt.  
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So - who is the biggest borrower? And who has the most to fear from higher rates? Why the US government of 
course. We just lived through a budget crisis – the US is struggling to pay its bills and service debt even though 
borrowing costs are at all-time lows. US Treasury interest rate costs to borrow were about 4 times higher in 
2000 than they are today. Try and imagine how bad the US deficit might be if their interest rates suddenly 
quadrupled! 
 
Because rising interest rates might cripple the US Budget and debt so badly, the Fed has a powerful incentive to 
keep rates low by continuing QE. 
 
Money Creation in the USA since 1900  

 
 
So how long will the Fed keep printing? No one knows, but some believe that QE3 will continue on its current 
pace for some time. It is worth repeating – every ten months the Fed is printing more money than was created in 
all of the last century! 
 
With continued QE the implications for us as investors are to keep leaning our portfolio towards an allocation 
that might benefit with profligate monetary policy. A healthy allocation to stocks – perhaps weighted towards 
dividend paying investments, and a slice of inflation friendly sectors like precious metals and energy may work 
well. 
 
If and when the Fed decides to finally alter their money printing ways, then we might re-evaluate and re-think 
our portfolios and allocations to try and discern if we are still invested properly. 
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What about the Debt Ceiling? 
 

 
 

“The United States government is not going to default, ever.” 
 
That’s what Vincent Reinhart, former head of the Federal Reserve’s monetary division and now managing 
director and chief United States economist for Morgan Stanley, said recently. We just went through a budget 
crisis and will face the same dilemma again early next year. What will happen? Over the last several decades 
this game has been played over and over again. Congress has raised the debt ceiling dozens of times in recent 
memory, and will most likely do so again. (and again, and again.) I suspect that no Senator or Congressman 
wants to have the legacy that they were the one that did not raise the ceiling and caused the government to 
suffer an extended shut down. 
 
When will we as a country face up to our debt problem? Who knows, but the evidence is that no one has the 
will or political capital to tackle that problem head on, and so it is likely that the debt ceiling will go up again. 
 
 Warren Buffett put it this way:  
 

“We’ll go right up to the point of extreme idiocy, but we won’t cross 
it.” 

Historically, an increase in the debt ceiling has been a non-event as far as the stock market is concerned. 
However, it is important for us to understand that if for some reason the US did default on their debt, which 
again is extremely unlikely and improbable, a default might cause a lot of distress in the investment markets.  
 
Let’s hope that Warren Buffet is right. 
 
I look forward to our next review meeting, and of course please call me if you would like to discuss these issues 
before we meet again. 
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On a personal note, Best wishes for a wonderful Thanksgiving to you and your family! We still live in a 
wonderful country, and as citizens of the USA have enjoyed so many blessings here, and freedom, and 
opportunities.  
 
Our family is really looking forward to the holidays – Thanksgiving Traditions for the Gevers family include a 
rousing multi-family football game which we play rain, mud, or snow, and the of course the usual three day 
turkey and leftovers feast, perhaps mixed up with some trail runs and mountain bike rides to try and justify the 
caloric intake!  
 
Thanksgiving Blessings to you and your family. 
 
Warm Regards, 
 
William R. Gevers     
Financial Advisor 
 
PS: We have been repeatedly asked by clients if they could share these e-mail notes with their friends or 
neighbors. Please feel free to forward this with the stipulation that it may only be forwarded if done so in its 
entirety with no portions omitted. We would be delighted to share our comments and opinions with your friends, 
and welcome your comments and feedback. If you received this and would like to be included on our newsletter 
list, please email us at wgevers@geverswealth.com  
 
Copyright 2013 William R. Gevers. All rights reserved. 

 
Gevers Wealth Management, LLC 
5825 221st Place SE 
Suite 102 
Issaquah, WA98027 
 
Office: 425.902.4840 
Fax: 425.902.4841 
Email: wgevers@geverswealth.com  
 
The views are those of William Gevers, Gevers Wealth Management, LLC, and should not be construed as individual investment advice. All information is 
believed to be from reliable sources; however, no representation is made as to its completeness or accuracy. All economic and performance information is 
historical and not indicative of future results. Investors can not invest directly in an index. Please consult your financial advisor for more information.  
 
Securities and advisory services offered through Cetera Advisor Networks LLC, member FINRA/SIPC. Gevers Wealth Management and 
Cetera Advisor Networks LLC are not affiliated. 
 



 

 

Wall Street Obsessed with Money Printing 
November 2013 
Gevers Wealth Management, LLC  
Page 10 
 

US Money Supply, US Dollar, and Inflation/Deflation Watch 
 
"Neither a wise man nor a brave man lies down on the tracks of history to wait for the train of 
the future to run over him." - Dwight D. Eisenhower  

 
 
US Money Supply – Adjusted Monetary Base 

 
(http://research.stlouisfed.org/fred2/graph/?s%5B1%5D%5Bid%5D=AMBNS#) 
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US Dollar Price – (DXY) USD Index Measured against Other Currencies 

 
 
(http://barchart.com/chart.php?sym=DXY00&style=technical&template=&p=MC&d=H&sd=01%2F01%2F2000&ed=
&size=M&log=0&t=LINE&v=1&g=1&evnt=1&late=1&o1=&o2=&o3=&sh=100&indicators=&addindicator=&subm
itted=1&fpage=&txtDate=#jump) 
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Inflation/Deflation -Year to Date Price Increase in Commodities and Basics as Measured by Futures  

 
(http://www.finviz.com/futures_performance.ashx?v=17) 
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Velocity is a measure of how quickly money is spent. High velocity is typically a precondition for inflation.  
 

(http://research.stlouisfed.org/fred2/series/MZMV) 


